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Foundation for California
Municipal Service Delivery

California Constitution grants Ioca!jurisdictidh in 1879

" Cities may enact local pofice, sanitary and other ordinances

and regulations not.in conflict with State general law .

o State may not ‘enact special iaws whach affect specific crﬂes
tablish faxes Dn a )
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%" Eliminatien Plan Proze)




Changes in General Revenues

“~and Total Revenues ~
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|| Allocation of Property Tax

® Schools. [VERAF 8 Districts = Citi
SDURGE: [ quB.of CACHles 5 :
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Problems in California Local
Government Finance

1. Erosien of local control of revenue and
transfer of control fo State

* —Voter inifiatives starting with Prop. 13 have *
restricted local options arid fransferred power fo

Problems in California Local
Government Finance

2. Property tax ailocations are fragmehfed
and outdated C

- —Allocation reflects decisions made In 1970s .
' and State controls allocation of local revenue .

9/8/2008




Prob!ems in Cal:fornla Local
"Government Fiiance

3. Fiscal structure cannot respond to
economic and technical changes

— Sales tax not keepmg pace W|th populatron
and job growth in overall economy
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Studies Have Recommended
Solutions

1. Lower vote requirements for local taxes to
- .majority unless higher thre.sho]d provided in city

~ Charter .
2. Revise a]!ocatlon of sales taxfrom cument point

‘ ofsa!e o

Study Recommended Solutions

5. Fqualize allocation of property taxes across
communities

6 Shlft property tax allocation from schools to cities .
“and counties :make State responsrbr!rty for




to Policy Changes

Does.the Stakeholder Group - ,
- believe that the City should lead -
effo:ts to reform local finance?

City of san Jos;-,é

Pr:orlty Mumc;pal
Serwces and Elements
] Potentlal Prlorlty

Institutions Which Provide Public Services
to Communities in the Unifed States

. Féderal Government
= State Government
- County Governrnent .

.Moving from.Recommendations .| ...
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County Government

. Hybnd localfstate

‘o Stateffederal social service and health programs
= Aid to families (CaIWORi(S) food stamps foster care,
in-home support servioes . .

.o Countyw:de Iocal

City/Town Government

State Constitution does not explicitly define
“core” services but nonexclusive list:

1. Regutation of the “city police force;”

2. “Sub governrhentliiﬁal] &r part of a city;”

Yeor Gonarat Fund
- Efimination F1in Pe:

Where Courts Upheld City
Services

» Municipal election matters
-» Land use and zoning -
+ How C|fy spends its tax. doEIars
e Munlmpal contracts lf charter or crty




Servnces Dellvered by Callforma 3 Nlne

- Largest Cities*
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Other Factors in Defining
City Services
= Priority of services are fluid and can changé

‘as priorities of Council or communlty
change

' Services are constralned by fundmg and
lack of local revenue authority

- . ; neral Fund Sty
Sepiembee 8, 2098 tiarFian Present:

How Does the City of San José
Identify Priority Services?

" City Cora . -
. - Operativnal
Service N
& | seré ¢ s =3 el
. '(E}_: L (1005,‘ i

Operationak
Performance
Measures

Seplober§, 2
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» Defining Core Services as those legally .
mandated (Santa Clara County, CA)

» Establishing three tiers of services through

- objective criteria (City of Austin, TX)
+ Identifying senvices Wthh meet mission then
pnont:zmg based i y a d eﬁectweness -

tember 8, 2008

Priority Setting has Three
Dimensions

1. What services?

2. How

- seprember 8, 2603

it’s about Mission, Values and
Outcomes

How does the Stakeholder Group
thlnk the Clty can develop a pnonty— _

< Ecglembe
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Asset Mah'agem:e'nt' Ubdate :

Sralus Repaﬂ o the Slrucrural Deficit Eﬂmmanrm S!akehofders smup
Seplember& 2008

: Thiea \’anr Gariorat i
i PEan Peogenlati

What is Asset Management‘?

Asset Management is not just decianng surpius and
selling City properly

’

Assef Management is ensuring that real estate
assels cast-eﬁectrveﬂ( supp o:t core City 5ervices

' - Systemaﬁc, penudm rewew of aﬂ' pmparﬁes
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How Asset Management Can Help

Solve the Structural Deficit’

Ensure City properties are used effectivaly (possibly addlng
uses whare capacly exisis)

Generate ongolng revenue through market-rate leases where
consistent with long-term goa]s

Su tﬁpl:lrf service de[[very through lease or aperahng ag{eemenls
i non-prof it agencles and for- prnﬁt operaturs .




...Current Staff Efforts

» Initiafed surplus evatuation of 30 properiies; Council to
‘consider in Cctober

« Concurrently advancing discussion of other "high
visibility” properttes for adaptive reuse :

ty ‘and RDA i nall g recommendatlon an’
Julian/Stockton wai 5 = te $1 6 m:lhon ptus
- - opsrating benefi i k

Teren Yoor Ganers! Fund Stashiral
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Lessons Learned

. Seattle, Charlotte, San.Diego, and Los ... ..
Angeles:

- Tnstitute periodic reviews of property usé
» Adopia structure to support dects:on—maklng '

Potential Frarhework

Part | - Systematic & periodic review of
property aliocation and use

10




Identfy
Froperties
for Review

-Part | — Systematic Reviewof . .. ..
- Property Use ‘

Classify Use: Benchmark against:

- Cify operafior - Core Servises

~ Private operatar - Firanclal performance
- Non-Profit lease - Efliclency/Gapacity
~Vacant - Sustainability

L

Y

Recommepdation to
Continue current use er
explore aflermatives

Caouncil action 1o

use or

Thice Yeut Gontr} Fund Strucks
Etiral Present

explore alfernatives

Disposition

7 Part II — Alternative Use Evaluation &

omanizations

schools, park and other

Council action Solicit toider & Council action 1o market
1o explore 0 ity Irput for lease/ sale
altemative uses communtty lzp o refain
¥ -
Offer properdy o Condurt property

anction, RFP ar
other selection

Councit action 1o
st or lease

oncal Fund

atien Plan P

* Integrate rewew with other work

Guiding Principie‘s'

- Setclear critena to identify assets with
: |nadequate contnbutnon to core services.

- Connect reviews to partner perforrnance and
'. organlzatlonal strength .. : .

0/8/2008
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Examp_Ee Criteria for Rev;ew of

Properties _
+  Property use contribution to core City services
«  Financial performance of cument use
»  Stability/sustainability of current usé operator.

'Capac:ty for addltlonal uses on property

Example Criteria for Surplus
Property Dlsposmon

"Highest and best usé ™

Current zonlnglentltlements potentzal General
- Plan amendment?

Interest in-non-City pubhc uses such as -
] affordahle housmg or school

Next Steps

. Contznue pursuit of near-ferm property
transactions

. Refine Asset Management proposal based on
stakeholder feedback

Deva]op' L :' a[locatmn recomi endations '

Incomporate strategy nto strictuzal d'

9/8/2008
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“Discussion Question

What approval framework would
be most effective for evaluating/

. -. affirming staff conclus:ons,

o understandmg tha change in.

-9/8/2008

Clty of San Jose

Changmg our Retirement P!an
~infoa Two—Tler System :

" BACKGROUND

» Since 1996, the retirement expenses to
the General Fund have doubled from
$52 8 million to $102 miltion.

R Management Partners has recommended
defined benefit planasa. - -
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. Defined Benefit
« Defined Confribution
= Hybrid Plan

9/8/2008

l TYPES OF RETIREMENT..PLANS...... —

SAN JOSE RETIREMENT PLANS
'+ Federated (2.5%year, 75% max)

" = Police (50% for 1=t 20 years and 4% after
T 20 years 90% max) '

' RETIREE HEALTH CARE

« Current plan: with 15 years of service,
City will pay the premium for the lowest
cost p[an (smgle of famlly) ypon retirement

14



......... [TEMTONOTE e e

+ Two Tier system wil address City's long -
term financial position {Outlook 15+ years)

-~ City of San José
Changing our Retirement Plan-
.+ -into a Two-Tier System

City of San Jose

Court Decrsmns Regardmg
- Union City’s 9-1-1 Fee and .
Assessment Districts ..

9/8/2008
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Proposition 218
"Right to Vote on Taxes Act"

° 1996 Constitutional amendment

. Substantive and Procedural provisions for
: 1mplementation of taxe Ife sl

9/8/2008

" Recent Prop 218 Cases. ...

Santa Clara County Open Space
Authority Case
e 'Assess'r'riéhts required to be:r
1. imposed only for speclal benefit to
- parcel; and
c2 proport:onal to the specaa] benefi t

o T eneml Fund Structur)
Scptemboe 8, 2008 mingtlen Pian Prosentlidn

_ Santa Clara County Open Space
' Authority case

Supreme Court held OSA Assessment:
*  Notlimited to special benefits:

- all identified benefits conferred to all County residents

"

o Not Proportlanal

allocated based on ] to-parcels

-proportionality based on cost of |mFrqvemen§!ser\fiqe -
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“Union City 911 Fee Case’

= Feev. Tax

- Tax is imposed for generai revenue
purposes

- Fees: regulatorylusemmpact

9/8/2008

Umon Clty 9-1 -1 Fee Case

Court he!d ,

« A fee for access to city services that is

~ equally available to the public as a whole
‘isaspecialtax. - '

imipation Pian Py

- Recent Prop 218 Cases.

Conclusions:

« Imposition to fund a specn“ c City service
benefiting general public = spemal tax

e Emstlng San Jose assessment dlstncts OK
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